State of Wisconsin

B s

Date of enactmentMay 1, 1996
1995 Senate Bill 449 Date of publication*:May 15, 1996

1995 WISCONSIN ACT 302

(Vetoed in Part)
AN ACT torepeal 40.26 (1) (a) and (b) and 40.26 (2) (d)renumber and amend 40.26 (1) (intro.)to amend 40.02

(8) (a) 1., 40.02 (14), 40.02 (22) (a), 40.02 (22) (b) 9., 40.02 (22) (e), 40.02 (26g), 40.02 (40), 40.05 (1) (a) 5., 40.05

(1) () 6., 40.08 (1m) (e) 2., 40.08 (1m) (f) 2., 40.08 (8) (b), 40.08 (8) (c), 40.081Q123, (1) (a) 1., 40.23 (1) (b),

40.23(1) (c), 40.23 (2m) (b), 40.24 (1) (f), 40.25 (6) (a) 3., 40.25 (7) (a) 1., 40.26 (3) (bm) (intro.), 40.27 (2) (b), 40.73

(3) (a), 40.73 (3) (e) and 40.86 (intra);repeal and recreate 40.08 (6), 40.08 (8) (a) and 40.23 (1) (@)create
40.015,40.02 (39m), 40.02 (48r), 40.03 (1) (am), 40.03 (2) (t), 40.05 (1) (4D.D5 (2r), 40.08 (1m) (e) 4., 40.23
(4),40.24 (5), 40.24 (7(p) 6., 40.25 (6) (a) 5., 40.25 (7) (g), 40.26 (5), 40.31, 4013291 (2) (k), 11.91 (2) (L)
and111.91 (2) (m) of the statutes; atmaffect 1995 Wsconsin Act 27sectionl946mand1995 Wsconsin Act 27
section9459 (2) (dyrelating to: maximum benefit and contribution limits under thes®@nsin retirement system,
grantingrule—-making authority and making an appropriation.

The people of the state of Wisconsin, represented in designation of beneficiary on file withndin the form

senate and assembly, do enact as follows: approvedby, the department at the time of death, except
asprovided in s. 40.23 (4) (C)A written designatioof

SecTioN 1. 40.015 of the statutes ¢seated to read:  beneficiaryfor a specified benefit plan applies orfiby
40.015 Compliancewith federal tax laws. (1) The determiningbeneficiaries under that specified benefit

Wisconsinretirement system is established as a gavern plan.

mentalplan and as a qualified plan for federal income tax ~ Section 3. 40.02 (14) ofthe statutes is amended to

purposesinder the internal revenue code and shall be soread:

maintainedand administered. 40.02(14) “Creditable currenservice” means the
(2) No benefit plan authorized under this chapiay creditableservice granted for service performed for a

be administeredn a manner which violates an internal participatingemployerand for which a participating em

revenuecode provision that authorizes or regulates that ployereceives earnings-from-a-participating-emplafer

benefit plan or which would cause an otherwise tax ex terthe efective date of participation for that employer

emptbenefit to become taxable under the internal—+eve SecTioN 4. 40.02 (22) (a) of thetatutes is amended

nuecode. toread:
SecTioN 2. 40.02 (8) (a) 1. of the statutes is amended 40.02(22) (a) Exceptas provided in pars. (b) to (f)
to read: ands. 40.63 (1) (c), means the gross amount paid to an

40.02(8) (a) 1. The person, or a trust in which the per employeby a participating employeas salary or wages,
sonhas a beneficial interest, so designated by a partici includingamounts provided through deferred compensa
pantor insured employe or annuitanttime last written tion or tax shelteagreements, for personal services ren

* Section 9911, WiscoNnsIN STATUTES 1993-94: Hiective date of acts. “Every act and every portion of an act enacted by the legislatu
the governotrs partial veto which does not expressly prescribe the time when it tatssbill take ééct on the day after its date of publicati
asdesignated” by the secretary of state [the date of publication may not be more than 10 working days after the date of enactment].
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deredto or for an employeor which would havdeen which an employe may direct an employer to place part
availablefor payment to the employe except for the em of the employes gross compensation in an account to pay
ploye’selection that part or all of the amount be used for for certain future expenses of the employe under section
otherpurposes and also includes the money value,-as de125 of the internal revenue code.

terminedby the employerof anyboard, lodging, fuel, SecTioN 8. 40.02 (39m) othe statutes is created to
laundryand other allowances provided for the employe read:

in lieu of money For purposes of this paragraph, the 40.02(39m) “Internal revenue code” means tine
grossamount shall be determined prior to deductions for ternalrevenue code, as defined for the current taxable
taxes,insurance premiums, retirement contributions or year under s. 71.01 (6)and applicable regulations

depositscharitable contributions @imilar amounts and  adoptedunder the internal revenue code, including-tem
shallbe considered received as of the date when the earnporaryregulations.

ings would normally be payable by the employior re SecTioN 9. 40.02 (40) of the statutes is amended to

portingand computation purposes, fractiafsa dollar read:

shallbe disregarded in determining annual earnings. 40.02(40) “Leave of absence” means any perioddur
SecTion 5. 40.02 (22) (b) 9. of the statutes is jngwhich an employe has ceased to render serfizes

amendedo read: aparticipating employeand receive earnings-fronpar

40.02(22) (b) 9. Payments for damagedtorney ticipating employerand there has beero formal ter
fees,interest openalties paid under court judgment or by nination of the employer—-employe relationship. For
cor_npromisesettlement to satisfy a grievance or wage nmosewf the fund every leave of absence, except-a
claim even though the amount damages or penalties i1y jeave or union service leave, shall terminate 3 years

might be based on previous salary levels. HOweVer ,qor it hegins orif earlier upon the date specified by the

wherethe-court-order-or compromise settlement directs employerin a notification tahe department that the em
thatsalary-be-paic .IQ' a-specified ge”gd. oftime, t. Ieifla){[ ployer—-employeelationship has terminated. A leave of
mentshal#b&eenstderedreeveredrearmngsapphea € 5psence is not deemed ended or interrupteedsorof

€ resumptiorof active duty until the employe has resumed
activeperformance of duty faB0 consecutive calendar
daysfor at least 50% of what is considered that empioye’
normalwork time with that employerFor the purpose of
grouphealth insurance coverage, every leave of absence
dueto employe laydfwhich has not been terminatbd
fore 3 years have elapsed shall continue feciédin-
suredemployes until an additiondlyears elapse or until

partmentmay by rule provide that a payment of addiion

al wages to a continuously participating employether
paymentof salary toa participant for any period of im
properterminationof participating employment, is earn
ings, if the payment is treated by the employer and em ~, ! : !
ploye as taxable income and is consistent with previous sick leave credltsls'edto pay health !nsurance premiums
paymentfor hours of service rendered by the employe areexhausted, whichever occurs first. .
SecTION 6. 40.02(22) (e) of the statutes, aseafted SecTioN 10. 40.02 (48r) othe statutes is created to
by 1995 Wisconsin Act 27sectionl946 is amended o~ '¢ad: ) _ o )
read: 40.02(48r) “Required beginning date” means the
40.02(22) (e) Exceptfor OASDHI purposes, at the laterof April 1 of the calendar yedollowing the calen
employer'sdiscretion means compensation deemed to dar year in which a participant attains the age of 70.5
havebeen paid for services deemed to have rean yearsor Aprll 1 of the calendar year following the calen

while servingin a position covered undemnd meeting Section 10m. 40.03 (1) (am) of the statutes is
the requirementof, 38 USC 4301et seg.at the em createdo read:

ploye’srate of pay prior to-the-leawginning such ser 40.03(1) (am) Shall ensure that thesgbnsin retire
vice, provided contributions and premiums on the mentsystem complies with the internal revenue casle
deemeckarnings are paid as required under s. 40505 aqualified plan for incoméax purposes and shall ensure

%g%@nmﬂe%ﬁ%%pkmmppm%e em thateach benefit plan is administered in a manner consis

blo 3 ‘esle tentwith all internal revenue code provisions that autho

ag#eemenﬂnde@,ubeh,_\Lef_ehlgr]rgr_s%OT}Z_or rize and regulate the benefit plan.

233.10. SecTion 11. 40.03 (2) (t) of the statutes is created
SecTioN 7. 40.02 (260) of the statutes is amentied ~ read:

read: 40.03(2) (t) Shall ensure thahe Wsconsin retire
40.02(26g) “Employe—funded reimbursement-ac  mentsystem complies with the internal revenue casle

countplan” means a plan in accordance with sectizf aqualified plan for incoméax purposes and shall ensure

of the internal revenue code,-as-defined-in-s.-7in@der thateach benefit plan is administered in a manner consis
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tentwith all internal revenue code provisions that autho
rize and regulate the benefit plan.

SectioN 12. 40.05 (1) (a) 5. of the statutes is
amendedo read:

40.05(1) (a) 5. Additional contributions may be
madeby any participant by deduction from earnirgs
otherwiseor may be provided on behalf of apgrtick
pantin any calendar year in which the participhat
earningssubject to any limitations imposed on contribu
tionsby the-U.Sinternal revenue code, applicable regu
lationsadopted under the internal revereele and rules
of the department.

SectioN 13. 40.05 (1) (a) 6. of the statutes is
amendedo read:

40.05(1) (a) 6. Under the rules promulgated under s.
40.03(2) (r), additional contributions, other than fist
$5,000 of contributions, or a beneficiarygrorated share

_3_

2. Retirement plans fd#red by theemployey but ad
ministeredby the department.

3. The Wsconsin retirement system.

SecTioN 16. 40.08 (1m) (e) 2. of the statutes is
amendedo read:

40.08(1m) (e) 2. Except as provided-in-sulsdbds.
3. and 4, the control andwnership rights of the alternate
payeeover his or her share of the account shalthse
sameas if the alternate payee were a participant who had
ceasedo be a participating employe but had not applied
for a benefit under s. 40.28 40.25 on the decree date or
the date that the participant terminated covered employ
ment,whichever is earlier

SecTioN 17. 40.08 (1m) (e) 4. of the statutes is
createdo read:

40.08(1m) (e) 4. An alternate payee, who elects an
annuityoption, may only elect among the options under

thereof that are attributable to a death benefit paid under s.40.24 that provide payments that are calculated only on

s.40.73,may be made to the fixed annuity division by any
participantby rollover contribution of a payment or dis
tribution from a pension or annuity qualified undec

tion 401 of the internal revenue code,—as-defined-in s.

71.01(8), subject taany limitations imposed on contribu

the basis of the age of the alternate payee.

SecTioN 18. 40.08 (1m) (f) 2. of the statutes is
amendedo read:

40.08(1m) (f) 2. If the participant is an annuitant on
thedecree date, the annuithiall be recomputed using the

tionsby the internal revenue code, applicable regulations total value of the participars#’account determined under
adoptedunder the internal revenue code and rules of the par.(b) reduced by the total of the alternate payee share

department.

SecTioN 14. 40.05 (1) (a) 7. of thetatutes is created
to read:

40.05(1) (a) 7. Subject tany applicable limitations
under the internal revenue code, a participatimgploye
may elect to use part or all of his or her accumulated af
ter—taxadditional contributions, including interest, made
undersubd. 5., other than contributions treatgdhe de

transferredunder par(e) 1., in accordance with the actu
arialtables in dectand using the participastage on the
decreedate. The decree date shalltbe efective date

of recomputation.If the optional annuity form before-di
vision of the participans account under pgb) was not
ajoint and survivor annuity with the alternate payee as
the named survivgrthe same annuity option with no
changen theremainingguarantee period, if anghall be

partmentas contributions to a tax sheltered annuity under continuedupon recomputation to-bothe participant-and

sectionr403 (b) of the internal revenue code, to purchase
creditableservice under this chapter

SecTion 15. 40.05 (2r) of the statutes is created to
read:

40.05(2r) ANNUAL CONTRIBUTIONSLIMITATIONS; DIS-
QUALIFICATION PROCEDURE. (&) Contributions made un
der this section are subject to the limitations unsler
40.32and the internal revenue code.

(b) If a participant in the \lgconsin retirement sys
temalso participates in a @rent retirement plan fefred
by an employer that is subject to sectifii of the inter
nal revenue code arttie internal revenue service seeks

the alternate-payeeThe present value of the alternate
payee’sshare of the annuity after division shalldedd

to the alternate payee as a straight life annuity based on
theage of the alternate payee on the decree date. -The al
ternatepayees annuityshall have the same remaining
guaranteeeriod, if any as the participars’annuity If

the optional annuity form before division of the parici
pant'saccount under pafb) was a joint and survivor an
nuity with the alternate payee as the named suryikier
presentalue of the annuity after division shall be paid to
boththe participanaind the alternate payee as a straight
life annuity based upon their respective ages on¢he

to disqualify one or more of the plans because the aggre creedate. If the participars#’account is reestablishad

gatecontributions tathe plans exceed the contribution
limits under sectiod 15 of the internal revenue code, the
internalrevenue service, if it permits state law to deter
mine the order of disqualification of suatetirement
plans,shall disqualify the retirement plans in fiodow-
ing order:

1. Retirement plans fidred and administered by the
employer.

ders. 40.26 (2) after the decree date, the memorandum
accountcreated under s. 40.26 (2) (b) shall be adjusted by
thetotal ofthe alternate payee share computed under this
subdivision. If the participant account iseestablished
unders. 40.63 (10) after thdecree date, the amounts and
creditableservice reestablished shall be reducediby
amountequal to the percentage thfe alternate payee
sharecomputed under this subdivision.
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SecTioN 19. 40.08 (6) of the statutes is repeade (a) 2. If the departmens unable to locate any such bene
recreatedo read: ficiary within 6 months, all such beneficiaries shall be

40.08(6) Rerunps. (a) Notwithstanding s. 20.913, presumedo have predeceased the participant and the
but subject to par(b), the department may refund any benefitshall be considerenrevocably abandoned and
moneypaid in error to the fund by or on behaflfa person  shall be transferred to the employer accumulation re
whois not a participant. serve.

(b) The department may not refund any money paid 3. A participant, other than a participating employe
into the fund by an employgout shall by rule credit the  or annuitant, whom the department cannot locateshy
moneyto the employer sonableefforts, withsuch eforts beginning by the end of

(c) Except as provided in pdd), money paid into the  the month in which the participant attains, or would have
fund by an employer on behalf of a participant which ex attainedthe age of 65, shall be considered to have-aban
ceedghe contribution limits under s. 40.32 may not be re donedall benefitsunder the Wéconsin retirement system
fundedto the employemut the department shall by rule on the date on which the participant attains, or would

creditthe money to the employer and the emplaye| haveattained, the age of 70. The department shall close
pay the participant the amount of the credit as additionalthe participants account and shall transfer the moneys in
wagesor salary theaccount to the employer accumulati@serve. The

(d) Money paid into the fund by a participamich departmentshall restore thearticipants account and
exceedshe contribution limits undes. 40.32 may be+e  shall debit the employer accumulation reseaczord
fundeddirectly to theparticipant if the department deter  ingly if the participant subsequently applies for retire
minesthat the money was paid on an after—tax basis. mentbenefits under this chapter before attaining the age

(e) No interest may be credited to any money re of 80.

fundedunder this subsection. 4. The former spouse of a participant who is an-alter
SecTioN 20. 40.08 (8) (a)pf the statutes is repealed natepayee and whom the department cannot locate by

andrecreated to read: reasonablefforts, with such dbrts beginning by the end
40.08(8) (a) Benefits provided under this chapter of the monthin which the participant attains, or would

shallbe considered abandoned as follows: haveattained, the age of 65, shall be considered to have

1. Any potential primary beneficiary under s. 40.02 abandonedll benefits under the Mtonsin retirement
(8), other than an estate, who has not applied for anysystem on the date on which the participant attains, or
benefitpayable under this chapter as a result of the deathwould have attained, the age of 70. The department shall
of the participant and whom tliepartment cannot locate closethealternate payeg’account and shall transfer the
by reasonable &irts, as determineldy the department  moneysin the account to the employer accumulation re
by rule, within one year after the death of the participant serve. The department shall restore the alterpatgees
shall be presumed to have predeceased the participanaccountand shalldebit the employer accumulation re
andall other potential beneficiarieS.hereafterif the de serveaccordingly ifthe alternate payee subsequently ap
partmentis unable to locate any resulting subsequent plies for retirement benefits under tiisapter before the
beneficiarywithin 6 months, albeneficiaries under s.  participantattains or would have attained the age of 80.
40.02(8) (a) 1. an®. shall be presumed to have prede 5. All presumptions under this paragraph are coenclu
ceasedhe participant and the department shall pay all siveupon payment of the benefit payable under this-chap
benefitspayable under this chapter as a result of the deathter as a result of the death of the participant toqaraify-
of the participant to the participasiestate im lump sum. ing person, estate or entity other than the employer

2. If an estate that is determined by the department toaccumulatiorreserve.
be a beneficiary is closed prior to the payment of benefits ~ Section 21. 40.08 (8) (b) of thetatutes is amended
payableunder thischapter as a result of the death of the to read:
participantand the estate is not reopened within 6 months  40.08(8) (b) All moneys or credits in an account for
afterthe department notifies the estate that a benefit isa person presumed to have died intestatout heirs or
payable,the benefit shallbbe considered irrevocably beneficiary,or to be abandoned by the person under par
abandonedndshall be transferred to the employer accu (a) shall be applied, at the end of tb@endar year in
mulation reserve, unless the estate wasdhsignated  which notice is published under p#c), to theappropri
beneficiaryunder s. 40.02 (8) (a) 1. ateemployer-accounBmployer accumulation reserie

2m. If the estate was the designated beneficiary underreducefuture funding requirements.

5.40.02 (8) (a) 1. and the estate is closed prior to the pay  SecTion 22. 40.08 (8) (c) of thestatutes is amended
mentof benefits payable under this chapter as a result ofto read:

deathof the participant and the estate is not reopened  40.08(8) (c) The department shall publish a class 1
within 6 months after the departmenttifies the estate  notice,under ch. 985, in thefafial state paper stating the
that a benefitis payable, the department shall pay the namesof persons presumed to have died intestate; with
benefitto a beneficiary as determined under s. 40.02 (8) out heirs or beneficiaryor whoseaccounts are presumed
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to be abandoned under pga), and the fact that a benefit
will be paid-to-the respectiymersons-listed-or their+e
spective-heirs-or-legatees-on-proof-of ownersifipp-

plied for within 10-years-aftethe-date-of publication-of
thenoticethe time limitsunder par(a) and if the partiei

pant,alternate payee or other persoieis proof satisfac

_5_

SecTION 26. 40.23 (1) (c) of thestatutes is amended
toread:

40.23(1) (c) No application specifying an annuity ef
fectivedate later than 60 days after the date of its receipt
by the department shall be accepted, unless the partici
pantfiles the application on or after January 1 of the cal

tory to the department that the participant, alternate endaryear in which the participaattains the age of 69.5

payeeor other person is entitled to the benef8uch
proof shall include, but is not limited to, evidence that the
participantdied andhat the person is the beneficiary un
ders. 40.02 (8)

SecTioN 23. 40.08 (14) of the statutes is amentizd
read:

40.08(14) (title) Lumr-suMROLLOVERS ROLLOVERS
TO OTHERRETIREMENTPLANS. If @ participant who is en
titled to receive a lump sum payment or a monthly annu
ity certain under s. 40.24 (1) (f) farhich the participant
hasspecified a ternof less than 120 montHfsom the
Wisconsinretirement system and who has an accesnt
tablishedunderany other retirement plan located in the
United States so directs imriting, on a form prescribed

by the department, the department shall pay the lump sum

paymentor the monthlyannuitydirectly to the partiei
pant’saccount under that other retirement plan for credit
underthat other retirement plan. The departisll
ceasepayment of the monthly annuipayments to the
annuitant'saccount under the other retirement phathn-

in 30 days of the written request of the annuitant or writ
tennatice of the annuitarst’death.

SecTiON 24. 40.23 (1) (a) 1. of the statutes is
amendedo read:

40.23(2) (a)1. The participant is separated, regard
lessof cause, and continués be separated-eithentil
theannuity efective date,-or-untithe date30 days after
theapplication is received by the departmenthe date
30days afteseparationwhichever is laterfrom all em
ploymentmeetingthe qualifications for inclusion speci
fied in s. 40.22 for any participating employer

SecTioN 25. 40.23 (1) (b) of thestatutes is amended
to read:

40.23(1) (b) All retirement annuitieshall be €&c-
tive on the day following, or on the first day of a month
following, the date of separation frofme last participat
ing employer by which the participant was employed, as
specified by the participant in the written application for
theannuity Howeverthe date shall not be more than 90
daysprior to the date of receipf the application by the
department. Thparticipant may specify that additional
contributionaccumulations shall not be appliedpi@-
vide an annuity until aubsequent application is filed for
anannuity to be paid from the additional contribution ac
cumulations. The subsequent applicatishall be made
asspecified under sub. (4) or the department shath
matically distribute the accumulated additional contribu
tion accumulations as a lump sum.

yearsspecifying an annuity fctive date that begins be
fore April 1 of the calendar year following the calendar
yearin which the participant attains the age of 70.5 years

SecTION 27. 40.23 (1) (d)of the statutes is repealed
andrecreated to read:

40.23(1) (d) Notwithstanding pai(c), an application
for an annuity to be &dctive on theday following ter
minationof employment may be filed up to 90 days prior
to the employes anticipated termination date. The antic
ipatedtermination date shall be statedthe application
andthe department shall not make an annuity payment
until the employe has terminated. The department shall
rejectany application that is filed more than 90 days prior
to the employes termination date.

SecTiON 28. 40.23 (2m) (b) of the statutes is
amendedo read:

40.23(2m) (b) Except as provided in s. 40.26, subject
to the limitations under sectiatl5 of the internal reve
nuecode -as-defined-for-the-current taxable-yearunder s.
71.01(6), the initial amount of the normal form annuity
shallbean amount equal to 65%, or 85% for participants
whose formula rate is determined under (&gr4., of the
participant’s final average earnings plus the amount
which can be provided under pars. (c) anddg)f less,
shallbe in the monthly amount equal to the sum of the
amountgetermined under pars. (@) and (e) as modi
fied by par (f) and inaccordance with the actuarial tables
in effect on the annuity &ctive date. If thgparticipant
hascreditable servicender both pate) 4. and another
categoryunder par(e), the percent applied under this
paragraptshall be determined byultiplying the percent
thateach type of creditable service is of the particigant’
total creditable service by 85%nd 65%, respectively
andadding the results, except that the resulting benefit
may not be less than the amount of the normal form-annu
ity that could be paid based solely on the creditabte ser
vice under par(e) 4.

SecTioN 29. 40.23 (4) of the statutes is created to
read:

40.23(4) (a) Subject to all requirements under the in
ternal revenue code, tllepartment shall distribute to the
participantthe entire amount that is credited to the ac
countof a participant under the ig¢onsinretirement
systemno later tharthe required beginning date, unless
the department distributes this amount as an annuity or in
morethan one payment. If the department distributes this
amountas an annuity or in more than one payment, the
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departmenshall begin the distribution no later than the tion may be deferred until the January 1tloé year in

requiredbeginning date. which the participant would have attained the ageb

(b) In the calendar year immediately preceding the years.
calendaryear of a participarg’required beginning date, 3. If the spouse does not apply for a distribution, the
if thedepartment distributes the amount that is credited distribution shall begin as an automatic distribution as
to the account of a participant under ths¥gnsinretire providedunder subd. 1. or under pér), whichever dis
mentsystem in a form other thas a lump sum payment, tribution date is earlier
thedepartment, subject to all requirememtsler the in 4. If the spouse dies, but has designated a new benefi
ternalrevenue code, shall calculate the distribution to the ciary, thebirth date of the spouse shall be used for the pur
participantaccording to one of the following: posef determining the required beginning date.

1. The life of a participantr, if the annuity is in the 5. The department shall specify by rule all procedures
form of a joint and survivor annuityhe jointlives of the  relatingto an automatic distribution to the spou3tese
participantand the named survivor rulesshall comply with the internal revenue code.

2. For an annuity authorized under40.24 (1) (f), a (f) If a participant dies before the distribution of

termcertain not to exceed the life expectancy of the par penefitshas commenced and the participabeneficia
ticipantor, if the annuity is in the form of a joint and survi ry is not thespouse, the beneficiary shall do one of the fol
vor annuity the joint life expectancies of the participant lowing:
andthe named survivor » 1. Elect a lump sum payment by December 3thef

(c) If a participant during the calendar yeamihich g, calendar year after the date of the particisaeath.
heor she attains 69.5 years, or the alternate payee during 5 Elect an annuity benefit, not to exceed his or her

the calendar year in which the participant attah®ss life expectancyby December 31 of the calendar year af
years,does not apply before Decemi3drin that year for terthe date of the participasttieath.

adistribution of the amount that is credited to the account (9) Nothing in this subsection shak construed to

?r: a dpartltt:lpantt ur?d"etr) tH@ﬁ?ggtnsmt;etlfre"ment system, createany benefit, lump sum payment option or form of
edepartment shall begin fettive the followingJanu annuitynototherwise expressly provided for in this sub

ary 1,an automatic distribution to thparticipant or alter chapter.

natepayee in the form of an annuity specified under s. .
40.24(1) (c) or as determined by the department.by. N rSE;HON 30. 40.24 (1) (fof the statutes is amended

If the department makes an automatic distributiother . .

this paragraph, the beneficiary designation filed with the i n40rr.12£(11(1) (:1) d Frronlfg%:éj rriulateg adrg't'orr:?r;:”bl:

departmenbefore the date on which the department be onsmade under s. 0.0 ( )_(a) - QlEili annuryce
tain payable for anderminating after the number of

instheautomatic distribution is no longer applicable un . )
gerss. 40.71 and 40.73. Unless the garticpi)gataﬂter— monthsspecified by the applicant, regardless of whether
the applicant dies before @fter the number of months

nate payee files a subsequent beneficiary designation . :
with the department after the datewhich the depast specified,provided that the monthly amount of the annu
ity certain is at least equal to the minimum amount estab

mentbegins the automatic distribution, the department ' . X
shallpay any death benefit as provided under s. 40.02 (g)lished under s. 40.25 (1) (a)—T8abject to the period of
(@)2. distributionrequired under s. 40.23 (4) (b) 2., thember

(d) If a participanties after the department begins of months specified shall not exceed 180 and shall not be

to distribute the amount that is credited to the account of €Ssthan 24. If the death of the annuitant occurs prior to
aparticipant undethe Wsconsin retirement system, but the expiration of thecertain period, the remaining pay
beforethe entire amount in the account has been distrib Mentsshall be made in accordance with s. 40.73 (2)-with
uted,the department shall distribute the remaining por Outregard to any other annuity payments payable to the
tion of the account at least as rapidly as is provided in thebeneficiary. An annuity under this paragraph mayirtie
mannerof distribution selected by the participant. If the tiatedprior to anyother annuity amount provided under
beneficiary does not apply to tdepartment to continue  this subchapter and prior to age Salifother qualifica

the distribution, within a period specified by rule, the de tionsfor receiving an annuity payment are met.

partmentshall pay the remaining distribution to thene SecTion 31. 40.24 (5) of the statutes is created to
ficiary as a lump sum. read: o
(e) 1. Subject to subds. 2. 4o, if a participant dies 40.24(5) An annuity in a form othghan the normal

beforethe distribution of benefits has commenced and form shall be the actuarial equivalent of the annuity in the
the participants beneficiary is the spouse, thepartment ~ normalform if, on the efective date of the annuitshe
shallbegin the distribution withi® years after the date  annuityhas the same single-sum present value aathe
of the participans death. nuity in the normal form, as calculatbgl the department

2. If the spouse files a subsequent beneficiary desig accordingto methods and assumptions specified by the
nationwith the department, the payment of thstribu actuary.
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SecTIoN 32. 40.24 (7) (a) 6. of thetatutes is created 40.26(1) Except as provided in ss. 40.05 (2) (g) 2.
to read: and40.23 (1) (am), if a participant receiving a retirement
40.24 (7) (a) 6. Automatic distributions undest annuity,or a disability annuitant who has attaineddris
40.23(4). her normal retirement date, receives earnings that are

SecTioN 34. 40.25 (6) (a) 3. of the statutes is subjectto s. 40.05 (1) or that would be subject to s. 40.05
amendedo read: (1) except for the exclusion specified in s. 40.22 (2) (L),

40.25(6) (a) 3. The participating employe applying theannuity shall be terminated and no annuity payment
for forfeited creditable service under this subsection shall shallbe payable after the month in which aflithe-fok
payto the fund an amount equal to the emploggatute  lowing-apply: the participant files with the department a
ry contribution on earnings under s. 40.05 (1) (a) for eachwritten election to be included within the provisions of
yearof forfeited service to be reestablished, based uponthe Wisconsin retirement system aarticipating em
the participating employe’final average earnings, deter ploye.
minedas if the employe retired on the date the department  gzc1/0n 38. 40.26 (1) (a) and (b) of the statutes are
receiveghe application.—Beginning-on-the date specified repealed.
by-the-department-but-not-earlier-than-April- 231992, gzcrion 39, 40.26 (2) (d) of the statutes is repealed.
andnotlater than-January-1,1993; the participating €M gecrion 40. 40.26 (3) (bm) (intro.) of thetatutess
ployemayelee%tsepa&epa#@ﬂm&ephepaeeumulated amendedo read:

40.26(3) (bm) (intro.) If a former annuitantreceives
earningsat-orabovehe level specified-under-sub. (1) for

sion. The amount payable under thIS subd|V|S|on sianll becomesa participating employe and accumulates
paidin alump sum payment—A-participating-employe Ieast3 continuous years of creditable service before sub
who-elects to-use-accumulated-additional-contributio

nsa sequentetwement and application for an annuityder

WMMW%M@I@GH this subsection, and if changes in the stataftes the ef

fective date of the originabnnuity would result in a
changein the amount of an annuity recomputed under
this subsection, the annuity of the former annuitant shall
berecomputed as follows:

SecTION 41. 40.26 (5) of the statutes is created to
ead:

40.26(5) If a participant applies for an annuity

thatelection except that the departmemiy, by rule,

permita participating employe to reestablish creditable
serviceby making payments over a period of more than

oneyear No employer mapay any amount payable-un . oL :
der this subdivision on behalf of any participating-em lump sum payment during the period n Wh.'Ch less than
ploye. 30days have elapsed between the terminati@mygfloy

SeCTION 35. 40.25 (6) (a) 5. of thetatutes is created mentwith a participating employer and becomingaa
to read: ticipating employe with any participating employeil

40.25(6) (a) 5. The payment under subd. 3., in com ©f the following shall apply: , ,
binationwith any other required contributions or addi (a) The participant shall not qualify for an annuity un

tional contributions, may not exceed the maximum-con ders- 40.23 (1) (&) 1.

tribution limit under sectiort15 of the internatevenue ~(b) The participant may not receive any benefit under

code. this chapter on which the receipt of an annistg condi
SEcTION 36. 40.25 (7) (a) 1. of the statutes is tion.

amendedo read: (c) Any annuity or lumpum payment made to the

40.25(7) (a) 1. The participant files an application to Participantshall be considered to have been made in error
receivecreditable service under this paragraph-net more andis subject to s. 40.08 (4). The sum of the payments
than90 days aftebeforetermination of employment as madein error shall be credited to a memorandurn ac

aparticipating employe. count. The memorandum account is subject to s. 40.04
SecTioN 36m. 40.25 (7) (g) of thetatutes is created  (4) () 2. an®m. and (c). If the annuity was recomputed

toread: unders. 40.08 (1m), the memorandum account estab
40.25(7) (g) The payment under p4g) 5., in com lishedunder this paragraph shall be adjusted pursuant to

binationwith any other required contributions or addi S.40.08 (1m) (f) 2. The retirement account of a parici
tional contributions, may not exceed the maximum-con pantpaid in error and whose annuity wasrminated,
tribution limit under sectio 15 of the internatevenue shall be reestablisheakif the terminated annuity had
code. neverbeen dkective, including the crediting of interest.

SecTioN 37. 40.26 (1) (intro.) of thestatutes is re SEcTION 42. 40.27 (2) (b) of thetatutes is amended
numbered0.26 (1) and amended to read: toread:
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40.27(2) (b) -DifferentProratedpercentages based on
the annuity efective datemay be applied t@annuities
with differenteffective dates-as-may-be-determined-to be
equitableduring the calendar year preceding theative
dateof the distribution, as provided by rulgjt noother
distinctionmay be made among the various types of an
nuitiespayable from the fixed annuity reserve.

SecTioN 43. 40.31 of the statutes tseated to read:

40.31 Maximum benefit limitations. (1) GENERAL
LIMITATION. (@) Limitation amounts. Except as otherwise
expresslyprovided in this section, the maximum retire
mentbenefits payable to a participant in a calendar, year
excludingbenefitsattributable to contributions subject to
any limitations under s. 40.23 (2) (a), (2m) (c) and (3),
may not exceed the lesser of the following:

1. For a straight-life annuity terminating at theath
of the annuitant, $120,000. If the annuity isifform oth
er than a straight-life annuitghe limitation is the re
ducedactuarial equivalent of a straight-life annuity-ter
minating at the death of the annuitant and paying
$120,000per year

2. One hundred percent tife participant average
annualcompensation for the periad up to 3 consecu
tive calendar years during which the person was a partici
pating employe and which yield the highest average
annualcompensation.In this subdivision, “compensa
tion” has themeaning of “compensation” under section
415(c) (3) of the internal revenue code.

(b) Early commencement. If the participangs benefit
commencemerdate occurs before the date on which the
participantattains the age of 62, the dollar limitatiorr un
derpar (a) shall be the actuarial equivalent of the dollar
limitation of an annual straight life annuity beginning at

1995 Senate Bill 449

rate assumption that is used to determine the actuarial
equivalencymay not exceed 5%.

(d) Limitation adjustments. The dollar limitations
underpars. (a) 1. and (b) and the compensation Limsit
der par(a) 2. may be adjusted by the departnigule
to conform with any applicable U.S. treasury regulations
concerningcost-of-living adjustments.

(2) EXCEPTIONS TO GENERAL LIMITATION. Benefits
payableto a participant shalie considered not to exceed
any limitation under this section if one of the following
applies:

(a) The amount othe benefit does not exceed the to
tal benefits of the participant under all of the qualified de
fined benefitplans maintained or previously maintained
by all of a participans employers, as determined by the
departmentvithout regard tany amendment to any of
thebenefit plans made after October 14, 1987.

(b) The amount ofthe benefit does not exceed
$10,000for the plan yeaand none of the participast’
employershave at any time maintained a defined-con
tribution plan in which the participant participated.

(3) TREATMENT OF DEFINED BENEFIT AND DEFINED
CONTRIBUTION PLANS. For the purpose of determining
whethera participans retirement benefits exceed the
maximumretirement limitations under this section, all
definedbenefit plans of the employeéncluding defined
benefitplans that are terminatedhall be treated as a
singledefined benefit plan and all defined contribution
plans of the employerincluding defined contribution
plansthat are terminatedhall be treated as a single de
fined contribution plan. The department may provide by
rule additional limitations for participants who are partic

theage of 62 and terminating at the death of the annuitant;patingin more than one retirement system.

For the purposes of thisaragraph, the interest rate as
sumptionthat is used to determine the actuarial equiva
lency may not exceed 5%. Under this subsection, the dol
lar limitation shall be:

1. Not less than $75,000 if the benefit commences at

or after the age of 55.

2. Equal to $75,00@ the benefit commences before
theage of 55.

3. Not less than $50,000 for participants who have at
least15 years of servicas a full-time employe of any po
lice or fire department which is ganized anaperated
by the employer to provide police protection, fire fight
ing servicesor emegency medical services for any geo
graphicarea within the jurisdiction of the employer

(c) Deferred commencement. If the participans
benefit commencement dateccurs after the date on
which the participant attains the age of 65, the doltar li
mitationunder par(a) shall be thactuarial equivalent of
thedollar limitation of an annual straight life annuity- be
ginningat the age of 65 and terminatiaicthe death of the

(4) DivisioN ofF BENEFITS. For the purpose of deter
mining whethera participans retirement benefits ex
ceedthe maximum retirement limitations under this-sec
tion for a participant whose retiremdrgnefits have been
dividedunder s. 40.08 (1m), the participanetirement
benefitsshall be measured as if no division had occurred.

SecTION 44. 40.32 of the statutes tseated to read:

40.32 Limitationson contributions. (1) The sum
of all contributions allocated to a participanéccount
under each defined contribution plan sponsored by the
employer, including all employer contributions and
picked—upcontributions credited with interest at thie
fectiverate under s. 40.04 (4) (a) and (5) (b) and all em
ploye contributions made undss. 40.02 (17), 40.05 (1)
and(2m) and 40.25 (6) (a) and (7) (ajay not in any cal
endaryear exceed the lesser of the following:

(a) Thirty thousand dollars.

(b) Twenty-five percent of the participast’com
pensationas defined in the internal revenue code, for the

annuitant. For the purposes of this paragraph, the interestcalendaryear
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(2) The department may providhy rule additional SecTioN 51. 1995 Wisconsin Act 27sectionl946m
limitationsfor participants who are participating in more is repealed.
thanone retirement system. SecTioN 52. 1995 Wisconsin Act 27 section9459

(3) Any contribution thathe department receives, (2) (d) is amended to read:
which is allocated to the account of a participant and [1995Wisconsin Act27] Section 9459 (2) (d) The
which exceeds the contributions limitation undis  treatmenbf section 40.81 (3) of the statutes and the re
section,may be refunded or credited psvided in's.  pealandrecreation of sections 40.02(22) (e) £2%) (b)
40.08(6). If the department refunds any contributions 8.,40.05 (4) (ag) (intro.), (ar) and (b), (5) (intro.) and (b)

thatexceedhe limitation under this section, the depart 4 44g (6) (a) and 40.62 (2) of the statutes tafeeebn
mentshall first refund amounts voluntarily contributed July 1, 1997.

by a participating employe, either as an additional con
tribution under s. 40.05 (1) (a) 5. or a purchase of for
feited or creditable service under s. 40.02 (17) or 40.25

SecTioN 53.  Appropriation changes.
(1m) APPROPRIATIONINCREASE FOR THE DEPARTMENT
OF EMPLOYE TRUSTFUNDS. In the schedule under section

(6) (a) or (7) (a). L
SeCTION 45, 40.73 (3) (a) of thetatutes is amended 20.005(3) of the statutes for the approprla_tlon to the de
to read: partmentof employe trust funds under section 20.§1)5

40.73(3) (a) A death benefit may be paid-as-a benefi (w) of the stgtutgs, asfefted by the acts of 1995_, the-dol
ciary an annuity for the lifeof the beneficiaryif the lar amount is increased by $321,200 for fiscal year
amount of the death benefi suficient to provide a 1996-97%o0 increase the au_thonzec_zl _F"pEsmons for the Vetoed
beneficiaryannuity in the normaiorm at least equal to ~ departmenby 0.5 SEG project position for the period ben Part
the amount determined under s. 40.25 (1) (a) and thedinningon July 1, 1996, and ending on June 30, 1998,
beneficiaryor the participant has elected to have the and1.0 SEG project position for the period beginrng

deathbenefit paid as a beneficiary annuity January 1, 1997%nd ending on December 31, 1988
SecTION 46. 40.73 (3) (e) of thetatutes is amended the purpose of implementing changesthe Wsconsin
to read: retirementsystem relating to complying with the federal

40.73(3) (e) Any beneficiary who is eligible to-re  internalrevenue code.
ceivea beneficiary annuity may elect to receive the annu SecTioN 54. Initial applicability.
ity in any ofthe optional annuity forms provided for re (1) PROHIBITED SUBJECTSOF COLLECTIVE BARGAINING.
tirementannuities, other than an annuity under s. 40.24 The treatment of sectiod1.91 (2) (k), (L) and (m) of the
(1) (c) or any annuity payable over the joint life expectan  statutedirst applies to participants, whase afected by

ciesof the beneficiary and another person a collective bagaining agreement that contains provi
SecTion 47. 40.86 (intro.) of thestatutes is amended  sjons inconsistent with that treatment, on the day on

to read: . which the collective bayaining agreement expires isr
40.86 Covered expenses. (intro.) Anemploye-  gytendedmodified or renewed, whichever occurs first.

fundedreimbursement account plan may provide reim
bursemento an employe for only the following expenses
thatare actually incurred and paid by an employe and that
the board determines are consistaiith the applicable
requirement®f the internal revenue code;-as-defined in

(2) REPURCHASEOF CREDITABLE SERVICE. The treat
mentof section 40.05 (1) (a) 7. of the statutes first applies
to an amount payable under section 40.02 (17) or 40.25
(6) (a) of the statutes on the date specified by the depart
ment of employe trust funds, but nddter than Janu
ary 1, 1997.

1. )
Se 48. 111.91 (2) (k) of the statutes i ted .
CTION (2) (k) of the statutes s create (3) Lump sum PAYMENTS. The treatment of section

to read: ! ) -
111.91(2) (k) The definition of earnings under s. 40.25(7) (a) 1. of the statutes first applies to a partieipat

40.02(22). ing employe who terminates covered employment on the
SecTion 49. 111.91 (2) (L) of the statutes is created €ffectivedate of this subsection.

to read: SecTion 55.  Effective dates. This act takes éfct
111.91(2) (L) The maximum benefit limitations un ~ Onthe day after publication, except as follows:

ders. 40.31. (1m) Thetreatmenibf sections 40.23 (1) (a) 1. and
SecTioN 50. 111.91 (2) (m) of the statutes is created 40.26(5) of the statutes takesfe€t on July 1, 1996, or

toread: onthe day after publication, whichever is later

111.91(2) (m) The limitations on contributions under (2) The treatment of sections 40.02 (22) @&9,31
s.40.32. and40.32 of the statutes takeeet on January 1, 1997.
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